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Abstract7KHDLPRIWKLVSDSHULVWRPDSWKHVSDWLDOYDULDWLRQVLQWKHVL]HRIWKHVKDGRZHFRQRP\
ZLWKLQ%UXVVHOV5HSRUWLQJGDWDSURYLGHGE\WKH1DWLRQDO%DQNRI%HOJLXPRQWKHGHSRVLWRIKLJK
GHQRPLQDWLRQ EDQNQRWHV DFURVV EDQN EUDQFKHV LQ WKH  PXQLFLSDOLWLHV RI WKH %UXVVHOV&DSLWDO
5HJLRQWKH¿QGLQJLV WKDW WKHVKDGRZHFRQRP\LVFRQFHQWUDWHGLQZHDOWKLHUSRSXODWLRQVDQGQRW





,V WKH VKDGRZ HFRQRP\ FRQFHQWUDWHG LQ PDUJLQDOL]HG DUHDV DQG SRSXODWLRQV
VXFKDVLQLPPLJUDQWSRSXODWLRQVDQGDVDUHVXOWUHGXFHVWKHVSDWLDOGLVSDULWLHV
SURGXFHG E\ WKH IRUPDO HFRQRP\" 2U LV LW FRQFHQWUDWHG LQ PRUH DIÀXHQW
SRSXODWLRQV DQG DV D FRQVHTXHQFH UHLQIRUFHV WKH GLVSDULWLHV SURGXFHG E\
WKH IRUPDO HFRQRP\"7KLVSDSHU VHHNVDQVZHUV WR WKHVHTXHVWLRQV)RUPDQ\
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GHFDGHVLQWUDQDWLRQDOYDULDWLRQVLQWKHVL]HRIWKHVKDGRZHFRQRP\KDYHEHHQ
VWXGLHG XVLQJ VXUYH\ PHWKRGV XVLQJ LQWHUYLHZV ZLWK UHVSRQGHQWV LQ GLIIHUHQW
ORFDOLW\W\SHVHJ.HVWHORRWDQG0HHUW:LOOLDPV7KLVLVLQVWDUN
FRQWUDVW WR WKH VWXG\RIFURVVQDWLRQDOYDULDWLRQVZKHUH LQGLUHFWPHDVXUHPHQW





GHQRPLQDWLRQEDQNQRWHVDSSURDFK WRDQDO\VH LQWUDQDWLRQDOYDULDWLRQV LQ WKH
VL]HRIWKHVKDGRZHFRQRP\
7R GR WKLV WKH ¿UVW VHFWLRQ ZLOO EULHÀ\ UHYLHZ WKH ¿QGLQJV RI GLUHFW














%HIRUH FRPPHQFLQJ KRZHYHU WKH VKDGRZ HFRQRP\ QHHGV WR EH GH¿QHG
(YHUVLQFH+DUW¿UVWLQWURGXFHGWKHFRQFHSWRIWKHµLQIRUPDOVHFWRU¶LQ
KLVVWXG\RI*KDQD\HDUVDJRZKDWLVKHUHWHUPHGWKHVKDGRZHFRQRP\KDV
EHHQGH¿QHG LQ WHUPVRIZKDW LVDEVHQW IURPRU LQVXI¿FLHQWDERXW LW UHODWLYH
WR WKH OHJLWLPDWH HFRQRP\:LOOLDPVDQG/DQVN\ DQG WKHPRVWZLGHO\




FDVK VLQFH XQOLNH EDQN WUDQVIHUV FDVK WUDQVDFWLRQV FDQQRW EH WUDFNHG E\ WKH
¿VFDO RU VWDWLVWLFDO DXWKRULWLHV DQG JLYHQ WKDW ODUJHU EDQNQRWHV ¼ ¼
DQG ¼ DUH QRW FRPPRQO\ DYDLODEOH IURP$70V VR PXVW EH GHOLEHUDWHO\
DFTXLUHG WKHUH LV VWURQJVXJJHVWLRQ WKDW WKHLUXVH LV V\PSWRPDWLFRI VKDGRZ
HFRQRP\WUDQVDFWLRQV
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2. BEYOND SURVEYS OF THE SHADOW ECONOMY: A REVIEW  
OF ALTERNATIVE METHODS
8QWLOQRZVWXGLHVRIORFDOYDULDWLRQVLQWKHVL]HRIWKHVKDGRZHFRQRP\KDYH
XVHGGLUHFW VXUYH\VRI SRSXODWLRQV LQ FRQWUDVWLQJ ORFDOLWLHV7KH UHVXOW LV WKDW
FXUUHQWXQGHUVWDQGLQJVRIWKHLQWUDQDWLRQDOYDULDWLRQVLQWKHVL]HRIWKHVKDGRZ
HFRQRP\ DUH SUHPLVHG HQWLUHO\ RQ WKLV RQH PHDVXUHPHQW PHWKRG 5HYLHZLQJ
WKH ¿QGLQJV WKHVH VWXGLHV KDYH WHQGHG WR UHIXWH WKH µPDUJLQDOL]DWLRQ WKHVLV¶
ZKLFKDVVHUWVWKDWWKHVKDGRZHFRQRP\LVFRQFHQWUDWHGDPRQJVWPDUJLQDOL]HG
SRSXODWLRQV VXFK DV ORZLQFRPH SRSXODWLRQV DQG LPPLJUDQW FRPPXQLWLHV
ZKRGLVSURSRUWLRQDWHO\SDUWLFLSDWHLQDQGJDLQIURPWKLVUHDOP$KPDG
&DVWUHHet al.*XWPDQQ.DWXQJLet al., 2006). 
,QVWHDG WKH ¿QGLQJ RI WKH YDVW PDMRULW\ RI ORFDOLW\ VWXGLHV LV WKDW WKH
PDUJLQDOL]HGEHQH¿WOHVVIURPWKHVKDGRZHFRQRP\DQGWKDWWKHVKDGRZHFRQRP\
UHLQIRUFHV UDWKHU WKDQ UHGXFHV WKH LQHTXDOLWLHV SURGXFHG E\ WKH OHJLWLPDWH
HFRQRP\LHWKHUHLQIRUFHPHQWWKHVLV'LUHFWVXUYH\VKDYHGLVSOD\HGWKLVQRW
RQO\ LQZHVWHUQ DQG VRXWKHUQ(XURSHDQQDWLRQV %DUWKH 0LQJLRQH DQG
0RUOLFFKLR9DQ*HXQVet al.:LOOLDPVEXWDOVRLQ&HQWUDO 
DQG(DVWHUQ(XURSHDQFRXQWULHVHJ0HULNOODQG6WDHKU2QRVKFKHQNR
DQG :LOOLDPV  3DYORYVND\D  :LOOLDPV et al  7KLV ¿QGLQJ
UHJDUGLQJ WKH ORFDO YDULDWLRQV LQ WKH VKDGRZ HFRQRP\ KRZHYHU LV SUHPL]HG
RQMXVWRQHPHDVXUHPHQWPHWKRGDQGDOVRDPHWKRGZKLFKKDVEHHQVKRZQWR
KDYHDELDVWRZDUGVLGHQWLI\LQJVPDOOVFDOHRGGMREVXQGHUWDNHQLQWKHVKDGRZ
HFRQRP\ DQG XQGHUUHSRUWLQJ ODUJHUVFDOH VKDGRZ WUDQVDFWLRQV 5DP DQG
Williams, 2008). 
:KHQDQDO\VLQJFURVVQDWLRQDOYDULDWLRQVLQWKHVL]HRIWKHVKDGRZHFRQRP\
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2QWKHZKROHWKHVHLQGLUHFWPHDVXUHPHQWPHWKRGVSURGXFHKLJKHUHVWLPDWHV
RI WKH VL]H RI WKH VKDGRZ HFRQRP\ WKDQ GLUHFW VXUYH\ PHWKRGV %XHKQ DQG
6FKQHLGHU  *+. DQG )RQGD]LRQH %URGROLQL  5DP DQG :LOOLDPV
 $OWKRXJK WKHUH LV RI FRXUVH QR ZD\ RI NQRZLQJ ZKHWKHU WKH KLJKHU
HVWLPDWHV SURGXFHG E\ WKHVH LQGLUHFW PHDVXUHPHQW PHWKRGV DUH LQGHHG PRUH
DFFXUDWHWKDQWKHORZHUHVWLPDWHVRIGLUHFWVXUYH\V)RUWLQet al3HVWLHDX
.HVWHORRWDQG0HHUW:LOOLDPV:LOOLDPVet alDVWURQJ
FRQVHQVXV KDV HPHUJHG DFURVV WKH SUDFWLWLRQHU DQG DFDGHPLF FRPPXQLWLHV WKDW









LQWUDQDWLRQDOYDULDWLRQV7KLVSDSHU¿OOV WKDW JDS7RGR VR WKH LQWHQWLRQ LV WR





+HUHKRZHYHUDQGIRU WKH¿UVW WLPH LW LVXVHG WRPHDVXUH WKH ORFDOYDULDWLRQV
LQ WKH VL]H RI WKH VKDGRZ HFRQRP\ ,QGHHG VXFK DQ DSSURDFK UHSUHVHQWV D XVHIXO
FRXQWHUZHLJKW WRGLUHFWVXUYH\V7KLV LVEHFDXVHGLUHFWVXUYH\PHWKRGVGXH WR WKH
VRFLDOGHVLUDELOLW\ELDVRIUHVSRQVHVWHQGWRSLFNXSDZLGHDUUD\RIVKDGRZHFRQRP\
WUDQVDFWLRQVIRUUHODWLYHO\VPDOODPRXQWVRIPRQH\HJ&RUQXHODQG'XULH]
(YDVRQ DQG:RRGV :LOOLDPV  VXFK DVZKHQSHRSOH HQJDJH LQEDE\
VLWWLQJIRUWKHLUQHLJKERXUVRUGRVPDOORGGMREVIRUIDPLO\DQGIULHQGVEXWIHZHUODUJH
WUDQVDFWLRQV7KLVKLJKGHQRPLQDWLRQQRWHV WHFKQLTXHKRZHYHU FDSWXUHVSULPDULO\
ODUJHUVFDOH VKDGRZ WUDQVDFWLRQV )RU H[DPSOH  LQ  IRUPDO HPSOR\HHV LQ WKH
(XURSHDQ8QLRQUHFHLYHERWKDGHFODUHGZDJHIURPWKHLU IRUPDOHPSOR\HUDQGDQ
DGGLWLRQDOXQGHFODUHGµHQYHORSH¶ZDJHDQGWKLVHQYHORSHDJHSDLGLQFDVKDPRXQWV
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$V VXFK LW ZLOO EH LQWHUHVWLQJ WR H[SORUH ZKHWKHU WKH ¿QGLQJV UHJDUGLQJ ORFDO
YDULDWLRQVDUHVLPLODUWRWKRVHLGHQWL¿HGE\WKHGLUHFWVXUYH\PHWKRG
3. EXAMINING LOCAL VARIATIONS IN THE USE OF HIGH 
DENOMINATION BANK NOTES: METHOD AND DATA 
7RDQDO\]HWKHORFDOYDULDWLRQVLQWKHXVHRIODUJHGHQRPLQDWLRQQRWHVDVDSUR[\











































,Q%HOJLXPVLPLODUO\ WR WKH UHVWRI WKH(XUR]RQHEDQNQRWHVDERYH¼DUH
KDUGO\HYHUXVHGLQHYHU\GD\WUDQVDFWLRQVDQGEDQNQRWHVRI¼¼DQG¼










4. EVALUATING LOCAL VARIATIONS IN THE USE OF HIGH 











$V ¿JXUH  GLVSOD\V WKH VSDWLDO GLVWULEXWLRQ RI ZHDOWK LQ %&5 LQYROYHV
DFHQWUDOD[HVWKH&DQDO=RQHDQGVXUURXQGLQJPXQLFLSDOLWLHVZKLFKLVSRRUHU
DQG WZR ULFKHU VLGHV RQ WKH 1RUWK:HVW DQG RQ WKH 6RXWK(DVW RI %UXVVHOV
([DPLQLQJKRZWKHGHSRVLWRIKLJKGHQRPLQDWLRQEDQNQRWHVRI¼DQGRYHULV
GLVWULEXWHGWKH¿QGLQJLVWKDWLQPRUHDIÀXHQWPXQLFLSDOLWLHVPDLQO\LQ6RXWK














EDQNQRWHV )LJXUH  SURYLGHV D JUDSKLF UHSUHVHQWDWLRQ RI WKH XVDJH RI DOO WKH












,W LV QRW RQO\ ZKHQ KRXVHKROG LQFRPH LV DQDO\]HG WKDW WKH PDUJLQDOL]DWLRQ
WKHVLV LV UHIXWHGDQG WKH UHLQIRUFHPHQW WKHVLV LVYDOLGDWHG7KLV LVDOVR WKHFDVH
ZKHQ WKH UHODWLRQVKLS EHWZHHQ WKH PDUJLQDOL]DWLRQ LQ WKH IRUP RI LPPLJUDQW
SRSXODWLRQVDQGWKHXVHRIODUJHEDQNQRWHVLVDQDO\]HG7KLVLVWKHFDVHIRUERWK
LPPLJUDQWV DV D ZKROH DV ZHOO DV ZKHQ D PRUH QXDQFHG DQDO\VLV RI GLIIHUHQW
LPPLJUDQWSRSXODWLRQVLVDQDO\]HG
)LJXUHSURYLGHVDJUDSKLFUHSUHVHQWDWLRQRIZKHWKHUPXQLFLSDOLWLHVZLWKODUJH
LPPLJUDQWSRSXODWLRQVKDYHD WHQGHQF\ WRGHSRVLW ODUJHEDQNQRWHV WRDJUHDWHU
H[WHQW WKDQ PXQLFLSDOLWLHV ZLWK ORZHU LPPLJUDQW SRSXODWLRQV 7KH ¿QGLQJ LV
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H[WHQW,QGHHGTXLWHWKHRSSRVLWHLVWKHFDVH$QDO\VLQJWKLVWKH¿UVWLPSRUWDQW




LQ 6DLQW*LOOHV ZKHUH WKHUH LV D PL[ RI YDULRXV LPPLJUDQW SRSXODWLRQ JURXSV
,Q WKHVH PXQLFLSDOLWLHV WKH GHSRVLW RI ODUJH GHQRPLQDWLRQ EDQN QRWHV LV ORZHU
WKDQDYHUDJH6HFRQGO\WKHPXQLFLSDOLWLHVLQWKHQRUWKZHVWDQGVRXWKHDVWZKLFK
KDYH D ORZHU SHUFHQWDJH RI LPPLJUDQWV PDLQO\ UHODWHG WR KLJKHU KRXVH SULFHV
GHWHUPLQLQJDµTXDOLWDWLYH¶VHOHFWLRQLQIDYRXURIIHZULFKHULPPLJUDQWVZLWQHVV
UHODWLYHO\KLJKHUGHSRVLWVRIODUJHEDQNQRWHV$QGWKLUGDQG¿QDOO\WKHVRXWKHUQ
PXQLFLSDOLWLHV ZKHUH WKHUH DUH XQLYHUVLWLHV EXW UHODWLYHO\ VPDOOHU LPPLJUDQW
SRSXODWLRQVDOWKRXJKVRPHDUHQRWDOZD\V UHJLVWHUHG LQRI¿FLDO VWDWLVWLFVKDYH
VOLJKWO\ KLJKHU GHSRVLWV RI ODUJH EDQNQRWHV 2Q WKH ZKROH QHYHUWKHOHVV WKH
¿QGLQJLV WKDW WKHUHLVQRHYLGHQFHWKDWWKHGHSRVLWRIODUJHGHQRPLQDWLRQEDQN
QRWHV LQ EDQN EUDQFKHV LV FRQFHQWUDWHG LQ PXQLFLSDOLWLHV ZLWK KLJK LPPLJUDQW
SRSXODWLRQV 5DWKHU LW DSSHDUV WKDW WKH GHSRVLW RI ODUJH EDQNQRWHV LV JHQHUDOO\
VPDOOHULQPXQLFLSDOLWLHVZLWKODUJHLPPLJUDQWSRSXODWLRQV
'RHV WKLV UHIXWDWLRQ RI WKH PDUJLQDOL]DWLRQ WKHVLV KROG KRZHYHU ZKHQ WKHVH
LPPLJUDQW SRSXODWLRQV DUH EURNHQ GRZQ LQWR GLIIHUHQW VXEJURXSV SRVVHVVLQJ
GLIIHUHQW FXOWXUDO DQG VRFLRHFRQRPLF FKDUDFWHULVWLFV"7RHYDOXDWH WKLVZHEUHDN
GRZQLPPLJUDQWSRSXODWLRQVLQWRGLIIHUHQWVXEJURXSVE\WKHLUFRXQWU\RIRULJLQ
7KLV LV LPSRUWDQW LQ WKH FRQWH[W RI %UXVVHOV EHFDXVH WKH SUHVHQFH RI (XURSHDQ
&RPPLVVLRQ LQVWLWXWLRQV KDV UHVXOWHG LQ DQ LPPLJUDQW SRSXODWLRQ WKDW LQFOXGHV
DUHODWLYHO\KLJKHUSURSRUWLRQRIKLJKHU LQFRPHDQGHGXFDWHGLPPLJUDQWV WKDQLQ
RWKHU(XURSHDQFLWLHV




EHWZHHQ WKHPXQLFLSDOLWLHVZKHUH$IULFDQVDUHFRQFHQWUDWHGDQG WKHXVHRI ODUJH





EXW DJDLQ LQ PXQLFLSDOLWLHV ZKHUH WKH XVH RI ODUJH EDQNQRWHV LV PXFK ORZHU
,QGHHG WKHUH LV DFOHDURYHUDOO UHODWLRQVKLSEHWZHHQ WKHPXQLFLSDOLWLHVZKHUH
/DWLQ$PHULFDQVDUHFRQFHQWUDWHGDQGWKHXVHRIODUJHEDQNQRWHV7KHGHSRVLW
RI ODUJHU EDQNQRWHV LV KLJKHVW LQ WKH PXQLFLSDOLWLHV ZKHUH /DWLQ $PHULFDQ
LPPLJUDQWVDUH ORZHVW WKXVUHIXWLQJ WKHPDUJLQDOL]DWLRQ WKHVLVDQGYDOLGDWLQJ
WKHUHLQIRUFHPHQWWKHVLV











± &HQWUDO DQG (DVWHUQ (XURSHDQV %XOJDULDQV &\SULRWV &]HFK (VWRQLDQV
+XQJDULDQV /DWYLDQV /LWKXDQLDQV 0DOWHVH 3ROLVK 5XPDQLDQV 6ORYDNLDQV DQG
6ORYHQLDQV
± 1RUWKHUQ (XURSHDQV $XVWULDQV %ULWLVK 'DQLVK 'XWFK )UHQFK )LQQLVK
*HUPDQV,ULVK/X[HPERXUJHUVDQG6ZHGLVK











FRXQWULHV WKDW MRLQHG WKH (XURSHDQ 8QLRQ DIWHU  D GLIIHUHQW GLVWULEXWLRQ
LV DSSDUHQW7KLV LPPLJUDQW JURXS LV FRQFHQWUDWHG LQ PXQLFLSDOLWLHV LQ ZKLFK









WKH(8QDWLRQDOVQRW LQFOXGHG LQ WKHRWKHU WZRFDWHJRULHV DOWKRXJK WKH ODEHO
µ1RUWKHUQ¶ PLJKW VRXQG LQDSSURSULDWH IRU FRXQWULHV OLNH $XVWULD DQG )UDQFH
$V¿JXUHGLVSOD\VWKHVHPLJUDQWSRSXODWLRQVDUHFRQFHQWUDWHGLQFHQWUDODQG












WKHVH FOXVWHUV GR QRW PDWFK HDFK RWKHU 7KHUHIRUH WKH DVVXPSWLRQ RI WKH
PDUJLQDOL]DWLRQ WKHVLV WKDW WKH VKDGRZ HFRQRP\ LV FRQFHQWUDWHG LQ SRRU
DUHDV ZKHUH LPPLJUDQWV DUH FRQFHQWUDWHG FDQQRW EH FRQ¿UPHG ,QVWHDG TXLWH
WKH RSSRVLWH LV WKH FDVH7KH XVH RI ODUJH EDQNQRWHV LV PRUH FRPPRQ ZKHUH
LPPLJUDWLRQVDUHQRWFRQFHQWUDWHG











EDQNEUDQFKHVRQDVSDWLDO OHYHO7KH ORJLF LV WKDWJLYHQ WKHULVHRIGHELWDQG









KDYH UHSRUWHG WKH ¿QGLQJV RI GLUHFW VXUYH\V ZKLFK WHQG WR IRFXV XSRQ VPDOO
VFDOH VKDGRZ DFWLYLWLHV DQG WR XQGHUUHSRUW ODUJHVFDOH WUDQVDFWLRQV GXH WR WKH
VRFLDOGHVLUDELOLW\ELDVRIVPDOOVFDOHWUDQVDFWLRQVZKLFKWHQGWREHSDLGIDYRXUV















QRZKDYHEHHQDSSOLHGH[FOXVLYHO\ WR WKH VWXG\RIFURVVQDWLRQDOYDULDWLRQV FDQ
DOVREHXVHGWRVWXG\ORFDOYDULDWLRQVLQWKHVKDGRZHFRQRP\,QGHHGWKH\UHSUHVHQW




WKH ,QIRUPDO (FRQRP\ ([SORULQJ 8UEDQ '\QDPLFV¶ 7KH SURMHFW ZDV IXQGHG E\ WKH
1DWLRQDO%DQNRI%HOJLXP1%%DQGZHDUHSDUWLFXODUO\WKDQNIXOWR*HRUJH9DQ*DVWHO
IRUKLVVXSSRUWDQGWKHSRVVLELOLW\WRDFFHVVUHVHUYHGGDWD7KHXVXDOGLVFODLPHUVDSSO\
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